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Burundi: Key Economic Indicators 
(Millions of US dollars) 


Projected 
Percent Projected Percent 
INCOME 1977 1978 Increase 1979 Increase 


Gross Domestic Prod. 468.6 555.7 18.62 705.7 21.02 
(Current Prices) 
GDP at Factor Costs 256.1 273.1 657% 29444 


Primary Sector 151.5 .170.4 ~5% 173. 
Secondary Sector 38.8 37.9 -2.3% _ 
Tertiary Sector 65.9 64.9 -1 68. 


FOREIGN TRADE 


Exports (fob Kigoma) 
Of Which, Coffee 
US market share 


Imports (cif Bujumbura) 
US market share 


GOVERNMENT FINANCE 
Regular Budget 
Revenues 
Expenditures 


Capital Inv. Budget 
Foreign Debt 
Disbursed 

Incl. Undisbursed 
Debt Serv Cost 


Foreign Reserves 
(Gross, as of 12/31) 


.. MONEY SUPPLY & CREDIT 
Currency in Circulation 
Demand Deposits 
Money. Supply (M) 

Total Credit 


INFLATION | 


GDP Deflator 
Bujumbura COL Index 





Sources: 
1. Table Rond des Aides Exterieures Pour le Secteur Rural; Ministere du 
Developpement Rural, 1979 


Bulletin Mensuel, Bulletin Trimestriel, and Rapport Annuel; Banque de 
la Republique du Burundi. 


Economic Memorandum: Burundi; World Bank, 1978 


Private estimates by staffs of international organizations and 
United States Embassy. 





OVERVIEW 


Despite weaker world coffee prices, Burundi's economy managed to 
post a real growth rate of 6.7% during 1978 (Gross Domestic Product at 
Factor Costs). The growth was led by a 12.5% growth in the agricultural 
sector, which accounts for 62% of GDP. Manufacturing and service output 
fell slightly. The manufacturing sector, in particular, has been plagued 
by supply and transport problems resulting from Burundi's landlocked 
position. 


The projections for 1979 show almost no real growth. The Tanzanian- 
Ugandan war disrupted Burundi's economy the first half of 1979. The 
economy will do well the second half of the year to regain its momentum. 


Coffee output in 1978 was 23,075 (metric) tons, up 36.4% from 1977's 
disastrous crop. The increased volume, however, did not make up for the 
fall in price so that revenues fell 36.3% to $57.1 million. Preliminary 
reports indicate that the 1979 crop will yield 24-25,000 tons of green 
coffee for export. With average 1979 prices being about 40% above 1978 


levels, Burundi should approach the record earnings level of 1977. 


Contrasting with the fall in coffee earnings, other exports grew 
from $5.4 million in 1977 to $9.9 million in 1978. This reflects Burundi's 
continuing drive to diversify its exports. Tea, cotton, hides, tropical 
fish, and food crops all figure in this effort. Preliminary figures 
for the first half of 1979 indicate some slowing of this campaign, due 
probably to the disruptions of the Tanzanian-Ugandan conflict. In addi- 
tion, cotton exports should decline as the new textile factory comes on- 
stream in early 1980. It will use nearly 70% of current production. 


Despite the fall in export earnings, imports continued to soar —up 
31.9% in 1978 and expected to rise a further 45% in 1979. This will put 
continuing pressure on a weak balance of payments. Foreign assistance and 
borrowing have so far limited the decline in reserves, and the Government 
expects reserves to steady in 1979 at about $69 million. The unsettled 
situation in East Africa during 1979 will increasingly make air transport 
the only reliable method for importing many goods, but this will add to 
import costs. The 1978 balance of payments deficit of $18.7 million will 
be trimmed in 1979 only by expanded Government borrowing abroad. 


Inflation began to become a serious problem for Burundi in late 1978. 
While the GDP deflator rose only 11.2% during 1978, the increase for the 
first half of 1979 over the comparable period in 1978 was 25.2%. Given 
this momentum, inflation is unlikely to abate during the balance of 
1979. 





PRODUCTION AND INCOMES 


Gross domestic product posted a 6.7% gain in real terms for 1978. 
While much less than the 13.4% recorded in 1977, this still represented 
considerable progress. The lower rate was primarily due to lower world 
coffee prices. The agricultural sector was responsible for most of 
the gains with the coffee crop up 34.8% from 1977's small crop to 23,075 
tons. Despite lower world prices, Burundi was able to increase the 
internal price paid to’ growers slightly from 1977's level, thereby pre- 
venting any fall in farm incomes. Tea production increased slightly, 
although transport difficulties caused exports to fall by 9.5%. The 
Government is encouraging increased production of cotton through high prices 
to growers and establishment of a mixed Romanian-Burundian agribusiness 
project. Production should rise during 1979 and 1980, but beginning in 
1980 a new textile factory will start to use about 2,400 tons per year 
of cotton, thus reducing the amount available for exports. Projects 
financed primarily by theByropeanDevelopment Fund continue to expand 
Burundi's tea estates and are beginning to introduce tea cultivation at the 
level of the individual small holder. Burundian tea is of high quality 
and has found ready markets in West Africa and Europe. 


The subsistence sector of the economy suffered from unseasonably 
late rains in December, 1978. While this produced scattered damage to 
crops, the year showed some overall improvement on 1977's record produc- 
tion. The increase in food production was probably between six and 
ten percent. Continued abnormal weather patterns damaged production in 
early 1979, but expanded cultivation could result in the December harvest 
achieving excellent results. 


The manufacturing sector was the hardest hit by the troubles stem- 
ming from the Tanzanian-Ugandan conflict. Output in 1978 fell 2.3% from 
1977 and official projections for 1979 indicate a further 5.8% decline. 
The shortage of inputs, caused by transport disruptions resulting from 
the conflict, forced many firms to adopt reduced schedules in the first 
half of 1979. Businesses are only slowly returning to full production. 


Construction was also hit hard by the supply problem. Building 
materials, particularly cement and steel, were almost unobtainable except 
for high-priority projects. Most work fell far behind schedule including 
two new roads, a hotel and a new government administrative center. 


Investment figures continue to be difficult to obtain and are un- 
reliable. The Government has reported total investment for 1978 at $72.8 
million and announced it plans to raise this to $85.6 million in 1979. 
Tourism receives $5.6 million in both years. Most of the Government's 
investment is in infrastructure: roads, schools, housing, clinics, etc., 
and a great deal is foreign financed. Many assistance programs are also 
making major contributions to increasing agricultural productivity. 





FOREIGN TRADE 


Coffee exports rose by 34.8% to 22,696 tons in 1978. The increased 
volume was offset, however, by the decline in world prices from the 1977 
peak. As a result coffee earnings were down 36.3% to $56.1 million. The 
U.S. bought 12,619 tons of 1978's crop. If the 1979 crop is as large as 
initial indications (24-25,000 tons) Burundi will be able to boost exports 
considerably. With world prices on the rebound, 1979 exports could reach 
the record 1977 level. The U.S. will probably increase its 55% share of 
Burundi's coffee exports in 1979. 


Non-coffee exports rose from $5.4 million in 1977 to $9.9 million in 
1978. The return of cotton exports from near oblivion to $4.4 million was 
the leading factor. 


Imports rose 31.9% to $98.2 million. The EEC marginally increased its 
share from 50.3% to 51.7%. The American share showed a decline although 
imports from the U.S. rose 4.1% to $4.1 million. Imports in 1979 will 
probably reach $142 million, up 45%. The U.S. share will probably show a 
continued decline. 


The import boom produced a current account deficit of $23.6 million 
in 1978. It is likely that the 1979 deficit will be even larger. 


GOVERNMENT FINANCE 


The 1978 Budget Exercise (calendar year) ended with revenues on the 
Ordinary Budget 12% above budget projections at $81.8 million. Since 
expenditures fell short of the budget by 3.8% at $73.3 million, the budget 
showed a surplus of $8.5 million. Tax revenues for the capital budget, 
however, were only $19.8 million, far short of the $32.4 million planned. 
The principal tax was on coffee exports and the yield on it was reduced 
by falling world prices. This raised the total deficit to be financed 
by borrowing from the planned $18.3 million to $31.0 million. Increased 
borrowings, primarily from the Central Bank, the National Savings Bank and 
the Coffee Price Stabilization Fund brought total revenues for the Capital 
budget to $40.4 million. The Government experienced difficulty in 
marketing a new series of Treasury Bonds which raised only one-third of 
the projected $3.3 million. Unless the surplus from the regular budget is 
transferred to the capital budget, many projects funded in 1978's budget 
will have to be scrapped or reduced. 


The 1979 Ordinary Budget projects revenues at $77.8 million, down 
4.9%, and expenditures of $86.4 million, up 17.9%. If correct, this 
would yield the first deficit since 1975. It seems probable, however, 
that revenues will exceed the projections once again and produce a small 
surplus. 


The capital budget for 1979 obligates $39.6 million in funds, with 
$30.7 million to be borrowed, 80% from the Central Bank and through the 
sale of Treasury Bonds. 





The nation's foreign debt grew by 59.8% to 63.6 million in 1978. 
If all commitments were drawn down the debt would double to $136.5 
million. The major new credits extended during 1978 included a $14.0 
million IDA loan and $7.3 million IMF stand-by credit. Based on pre- 
viously granted credits only, debt service costs are projected to rise 
to $7.3 million in 1982 and decline thereafter. Debt service expenses 
were only $2.5 million in 1978. 


In early 1979, however, Burundi arranged a $38 million credit from 
the People's Republic of China and is reportedly engaged in other nego- 
tiations. West Germany announced a debt relief measure which would con- 
vert a part of Germany's $5.8 million in disbursed bilateral loans to 
Burundi into grants. The total amount of debt forgiven has not been 
announced. 


INFLATION AND MONEY SUPPLY 


Burundi's money supply (currency plus demand deposits, Hy) grew 
at a 13.1% rate during 1978. A slightly higher growth rate is expected 
for'1979, This moderate growth rate of the aggregate disguises, however, 
an explosive 40.8% increase in currency holdings. A further 35% in- 
crease is projected for 1979, while demand deposits, which declined 
in 1978, are expected to fall again slightly. This decline in 1978 


brought the share of demand deposits in M, down for the first time since 
1972, and 1979 should see the demand deposit share decline to 40% (versus 
59.1% in 1977). 


This rapid currency growth has begun to fuel powerful inflationary 
pressures. After two years of 11% inflation the GDP deflator is expected 
to rise by over 25% in 1979. Prices in Bujumbura have risen even more 
rapidly as expressed in the government's cost of living index for civil 
servants. Strong efforts to limit the continuing credit expansion will 
be needed to slow inflation but the demand for credit at current negative 
real rates of interest continues strong. 


OPPORTUNITIES FOR U.S. COMPANIES 


Burundi remains one of the world's poorest countries. Per capita 
GDP in 1978 was $135 ($68 at 1970 prices). There is a very small modern, 
monetized sector of the economy. Burundi's imports are dominated by 
the EEC countries (52% by value), particularly Belgium (23%). 


Nevertheless, there are opportunities for U.S. firms in Burundi. Ameri- 
can technology is respected and several U.S. firms are represented includ- 
ing Ford (tractors), Chevrolet (trucks), John Deere, Caterpillar, Goodyear, 
and Westinghouse. American products are generally handled by _. a European 
subsidiary through a local agent. Import duties limit the market for con- 
sumer goods, but opportunities exist in construction materials and capital 
equipment. 
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